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How to Control Inflation 


That’s the $64 question in Washington today. 
President Truman’s ten-point anti-inflation program, 
the most controversial part of his address to the 
Special Session of Congress, has been the spring- 
board of extensive debate and counter-proposals in 
Congressional circles. 

As witness after witness comes before the Con- 
gressional committees dealing with inflation con- 
trols, the tremendous complexity of the problem 
is made clear. Numerous recommendations are 
being made to deal with the causes of inflation and 
methods of minimizing its effects. The seriousness 
of the present situation was summed up by Chair- 
man Marriner S. Eccles of the Federal Reserve Board 
in his testimony before the Joint Committee on 
Economic Report when he said: “We are already 
in the advanced stages of this disease. It is no longer 
a question of preventing it, but of moderating so 
far as possible its ultimate ravages.” 

At one end of the scale of points of view on the 
type of program needed to control inflation are the 
President’s ten points. His program consists of 
controls to relieve monetary pressures, such as con- 
trols on consumer credit and inflationary bank 
credit; methods of channeling scarce goods such as 
wheat and steel into the most essential uses; and 
authority to deal with specific high prices, such as 
use of selective rationing and price controls on items 
basic to the cost of living and industrial production. 
It is this latter recommendation that is causing the 
most furor. There is considerable antipathy to a 
wartime scale of price control and rationing, and 
many feel that a program of selective controls would 
not work. 

Senator Robert A. Taft, Republican policy leader, 
who sharply criticized the President’s program in a 
radio address to the nation a few hours after it had 
been presented to the Special Session, represents the 
other end of the scale. Senator Taft would agree 
with the President that controls on consumer-credit 
and continued export controls are necessary; he 
takes sharp issue with the President on his other 
proposals, however. The Republican leader advo- 
cates a tax cut “in lieu of wage increases,” restric- 


tion of exports except for a scaled-down version 
of the European Recovery program, and cutting of 
government expenses. 

The great job of those working with the prob- 
lem now is to find an acceptable working program 
that will represent government action adequate 
to meet the inflationary spiral with as few govern- 
ment controls as possible. Of particular interest as 
representative of middle of the road point of view 
is the program suggested by Mr. Eccles. Aiming 
to attack what he considered the causes of inflation, 
he stressed the need for increased production as the 
ultimate solution for inflation; suspension of fur- 
ther large-scale wage increases, to be balanced by 
lower prices of the products of industries now mak- 
ing large profits; a fiscal policy which would enable 
a reduction of the public debt, thus reducing the 
money supply (this implies no tax reduction at 
this time), greatest possible economy in all govern- 
ment expenditures, and expansion of the sale of 
war bonds; and adequate authority in the Federal 
Reserve System to restrict further overall expansion 
of bank credit. 

Many other government officials, both Congres- 
sional and Administrative, and numerous private 
organizations who have been dealing with these 
subjects for a long period of time have programs 
of their own. Limitations of space prevent a com- 
plete account of them, but it is extremely important 
that an informed public opinion should be behind 
the program that becomes our national policy on 
this matter that so vitally affects both the welfare 
of every individual in this country and the chances 
of world economic rehabilitation. 

At this writing, it would appear that consumer 
credit controls, export controls, some form of rent 
control, and some regulation of speculation on the 
commodity exchanges will be adopted. The effective- 
ness of the presentation of the points of view of those 
advocating other courses of action, together with the 
demonstration of pyblic sentiment, will be the 
decisive factors in the next few weeks in the final 
complete program of the country. 
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Reducing Trade Barriers 


(Note: This is the last of three articles on the 
International Trade Organization.) 


The draft charter for an International Trade Or- 
ganization is to be debated, and a final version agreed 
upon, at the U.N. Conference on Trade and Employ- 
ment, which opens at Havana, November 21. 


Issues at Havana 


There are two main issues on which no agreement 
has yet been reached: 


(1) Voting. The United States wants the ITO to 
have weighted voting, as in the International Bank 
and Fund, where each nation receives a number of 
votes proportionate to its size, national income, and 
importance in world trade. Smaller nations prefer 


a system of one vote per member. Others have pro-— 


posed schemes halfway between the two. 


(2) Treatment of Non-members. The United 
States is anxious to put a high premium on member- 
ship, so that every nation will have a strong incen- 
tive to join the ITO. It has proposed strict limita- 
tions on the kind of trade which a member may 
carry on with non-members. Countries like Czecho- 
slovakia, however, much of whose trade is with na- 
tions not likely to join ITO (such as Russia), insist 
that they must be comparatively free to trade as they 
please with non-members. 


How Good Is the Charter? 


The draft charter has been criticized for being too 
idealistic, and from the opposite viewpoint, for com- 
promising too far with its basic principles. The truth 
seems to lie somewhere between the two: it makes 
necessary allowances for the emergency period, while 
clearly stating the basic principles under which world 
trade should be conducted. In this way, as the emer- 
gency period draws to a close, trade will increasingly 
conform with ITO ideals. 

One major accomplishment of the Geneva confer- 
ence is already final. At the same time that the 
ITO Charter was being drafted, 23 nations* were 
negotiating with one another for tariff reductions. 
The U. S. took the leadership under authority of the 


Reciprocal Trade Agreements Act. The result is the 
General Agreement on Tariff and Trade, signed on 
October 30, and announced by U.N. Secretary Gen- 
eral Lie this month. 

The General Agreement is significant for two 
main reasons: because it is the first multilateral 
agreement among the major trading nations of the 
world, reducing tariffs on a large scale; and because 
it also includes a code of trading practices, designed 
to increase world trade, which the 23 nations promise 
to follow. 

The. code of trade practices contains many of the 
main provisions of the draft ITO charter on trade 
barriers and controls, -such as tariffs, preferences, 
quotas, customs regulations, subsidies and state trad- 
ing. It governs all the trade between the 23 nations— 
not just that part covered by the tariff concessions. 
The 23 nations account for three-fourths of the 
world’s commerce. 

American consumers will profit by substantial 
tariff reduction on many goods, including china, 
glassware, wool, linen, rayon, silk, cotton, gloves, 
perfumes, flower bulbs, cigars, and certain metals. 
In return, other nations have given important tariff 
cuts on U. S. exports such as industrial, electrical and 
farm machinery, automobiles and parts, office equip- 
ment, cotton, chemicals and fruits. 

The protests which special interest groups in the 
U. S. have raised at the announcement of the new 
tariff schedules give a foretaste of the opposition 
that can be expected next spring when the reciprocal 
trade Act comes up for renewal. 

The effects of the agreement are more long-range 
than immediate. In the postwar emergency period, 
many nations are forced to maintain quotas and ex- 
change controls, so that tariff reductions alone will 
not mean that their people can buy more American 
goods at this time. As these controls are gradually 
relaxed, however, the new schedules will become 
increasingly important. 


*Australia, Belgium-Netherlands-Luxemburg Customs Union, Brazil, 
Burma, Canada, Ceylon, Chile, China, Cuba, Czechoslovakia, France, 
India, Syria-Lebanon Customs Union, New Zealand, Norway, Pakistan, 


Southern Rhodesia, Union of South Africa, United Kingdom, and the 
gS. 


* CURRENT LEGISLATION * 


Interim Foreign Aid: S. 1774, authorizing $597 mil- 
lion for aid to Austria, France and Italy through 
March 31, 1948, was reported favorably by the Sen- 
ate Foreign Relations Committee by unanimous vote 
on November 20. As we go to press, early passage 
by the Senate seems certain. House Foreign Affairs 
Committee on November 25 announced tentative 
approval of a bill reducing the amount by $108 mil- 
lion and adding $60 million for aid to China. Mean- 
while, Senate Appropriations Committee is holding 
hearings on amounts available for foreign aid, but 


House Appropriations Committee has not indicated 
when it will act. 


Inflation Control: Hearings are currently being held 
by the Joint Committee on the Economic Report 
and by the House Banking and Currency Committee 
on various phases of the program outlined by Presi- 
dent Truman. Senate Banking and Currency Com- 
mittee is considering legislation providing for con- 
ee credit controls. Hearings will continue this 
week. 
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